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Summary 

A  som9V;hat  more  than  normal  decline  in  the  v/orld  mill  (ronsumption  of  rav/ 
cotton  occurred  bet'.veen  J'^nuary  ard  February  according  to  reports  pertair.ing  to 
cotton  mill  activity  in  most  of  the  important  cotton  manufacturing  countries  of 
the  v/crld.     Despite  the  curtailed  rate  of  output,  the  Bureau  of  Agricultural 
Economics  poirted  out,  manufacturers'  sales  of  cotton  textiles  appear  to  havf* 
continued  below  production  in  most  countries,  a  situation  which  has  been  re- 
ported almost  continuously  each  ronrh  since  last  fall.       This  situation  apparent- 
ly has  reflected  partly  a  reduction  in  unfilled  orders,  and  partly  an  accumulation^ 
of  inventories. 

In  the  United  States,  cotton  mill  activity,  "whon  adjusted  for  seasonal, 
shcv/ed  comparatively  little  change  in  February  ond  early  Farch  es  compared  r/iththe 
restricted  rate  existing  in  January.       In  Great  Britain  some  mills  closed  down 
completely    for  2  weeks  in  February,  yet  this  is  said  to  have  brought  little 
improvement  in  the  yarn  supply  situation.      With  the  exception  rif  Italy  and 
Germany,  the  reduced  sales  during  recent  m.onths  have  resulted  in  further  cur- 
tailment of  f'otton  consumption  in  most  countries  on  the  Continent  cf  Europe,  and 
also  in  Japan,      Scm.e  improvement  in  cotton  manufacturers'   sales  and  output  has 
recently  occurred  in  China  but  m.ill  activity  is  still  probably  only  about  One- 
fourth  as  high  as  a  year  ago.       In  India  cotton  mills     apparently  continued  to 
run  at  or  very  near  record  levels. 

Domestic  cotton  prices  adx^anced  about  three-fourths  of  a  cent  per  pound 
during  February,  but  practically  all  of  this  advance  v/as  lost  between  March  2 
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and  Iferch  18.     A  slight  advo.tice  ccouri'ed  aftsr  March  18,  bringing  dCT.estic 
prices  about  1  cent  per  pound  abors  the  lovr  point  of  last  KcveiTiber.  Develop- 
ments in  the  siipply  situation  apparently  caused  cotton  prices  to  advance  during 
February,  whereas  the  subsequent  decline  v/as  due  at  least  in  part  to  disturbed 
political  conditions  in  Europe  and  perhaps  in  part  to  the.  continued  unfa"^orabl3 
trend  in  cotton  c onsunpti on .  '  j 

The  recent  refereniujn  vdth  respect  to  marketing  quotas  indicates  that 
a  very  large  majority  of  the  domestic  cotton  farmers  will  cooperate  in  the  1933 
cotton  adjustment  progrBui  and  suggests  that  the  actual  acreage  may  not  differ 
greatly  from  the  national  acreage  allotments  of  about  26,300, COO  acres.  This 
acreage,  with  yields  equal  to  the  average  for  either  the  past  5  or  10  years, 
wo\ild  gi^''e  a  1933  do-:estic  crop  7-c/4  to  Q-Z/4  million  bal^^s  less  than  the 
13,900,000  bales  harvested  during  the  current  se8.son«  j 

In  view  of  the  m.arked  reduction  in  prices  received  for  the  current 
crop  in  most  foreign  countries  and  the  accumulation  of  unsold  cotton  in  the 
hands  of  producers  in  s  omie  countries,  particularly  China,  it  is  expected  that 
the  1938-59  foreign  acreage  and  production  m.ay  be  somewhat  less  than  in  the 
current  season,,       It  seomiS  quite  likely,  therefore,  that  unless  ^/ields  per  acre 
are  very  exceptional,  the  1938-39  viorld  production  vrill  be  materially  loss  than, 
the  record  crop  of  1937-38,       In  ---iew  of  the  current  world  consumption  prcspecta 
however,  it  is  quite  possible  that  the  world  carry-over  on  August  1  vd.ll  be  suf- 
ficiently above  a  year  earlier  to  offset  the  reduced  world  production* 
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Advance  in  February  follov^ed  by  de'^linf;  in  Mcrch 

respite  fiirtl-er  aeolines  in  cotton  mil]  e.ctivity  ir  foreign  countries 
ar.d  comparatively  little  cbaiipe  in  ths  Lnrie.i ir^.te  don.antic  c'tton  textile  sit- 
uation, domestic  cotton  prices  advanced  about  tbree-f ourths  of  a  cent  per  pound 
during  February.      Vrom  March  2  to  I.!arch  18,  hrvevcr,  prr.ctically  all  of  this 
advpxice  w;-'.s  lost.      Cn  the  latter  date  LCiudling  7/8  inch  cotton  in  the  10 
designated  mark'^ts  nv^raged  ntcut  8|-  cents  ■'vhJch  was  about  the  same  as  in 
Jfnurry  and  eeriy  February,  hut  Et:'.ll  re;\rly  1  cent  per  pcund  above  the  low 
point  of  last  November.      Betv/eon  IJar  ih  16  and  I'arch  23  pi  ices  j^-trenf?;thened 
slightly  but  varied  within  a  range  of  less  than  on''^-.'-f '^urth  cent, 

Th';  strength  displayed  by  domestic  cotton  prices  during  February  ap- 
f^aruntly  v/as  du-o  largely  to  passa.jo  of  '       "Few  Farm  Act''^        This  is  accounted 
for  by  the  fact  that  the  Act  set  tlie  domestic  pi-oduction  goal  both  for  19  38 
and  1939  at  be-bveen  10  and  11^  million  bales  and  also  reduced  the  poscibilities 
of  the  GoverniT.ent  loan  stoc'<s  being  marketed  before  August  1,  1939,  and  even 
after  that  date  by  comparatively  small  amounts.  The  decline  in  cotton 

prices  fclloi'/ing  March  2  v/as  no  doubt  due  in  part  to  the  dicturbed  political 
conditions',  in  E.«*ope,  although  reports  with  respect  to  cotton  textile  sales 
..rd  cutpu-o  continued  mostly  unf ::.vorable. 

In  relation  to  most  foreign  growths  /miericar  cotton  prices  at  Liver- 
pool continued  more  favorable  to  the  consumption  of  iimerican  cotton  than  for 
any  substantial  period  of  months  since  19c"2-33, 


FXPORTS 

During  the  first  7  m.onths  of  the  current  season,  August  to  February, 
totc.1  exports  of  American  cotton  amounted  to  4,230,000  running  bales,  accord- 
in;^  to  data  released  oy  the  Tureau  of  the  Co:sus.     This  was  an  increase  of 
5C0,C9O  bales  or  8  percent  over  exports  in  the  corresponding  period  a.  year 
earlier,  but  \vas  26  p-rcent  less  than  the  average  for  the  like  period  in  the 
10  years  ended  19S2-33,       From  August  1  up  to  the  end  of  ^'anuary,  domestic 
exports  wure  about  12  percent  above  a  year  et.-.rlier  ::s  were   ^xpcrts  dui-ing  the 
month  of  Janucry.      Daring  February,  however,  exports  dropped  to  18  percent 
below  February  1937  and  38  percent  below  the  10-year  average  for  the  month. 
In  the  first  22  days  of  March  total  shipments  to  foreign  countries  were  17 
percent  less  than  a  year  earlier,  according  to  uno:^ficial  data,  and  brought 
the  toto.l  from  .lugust  1  through  March  22  to  only  7  percent  above  the  cor- 
responding period  in  the  preceding  season. 

V'ith  the  1937-38  dcm.estic  supply  of  ,.^-erican  cotton  about  one-fcurth 
larger  than  dwring  the  preceding  season,  and  with  prices  1-S  to  35  cents  lower 
than  a  year  eL-.rlier,  and  with  domestic  mills  usjng  a  much  smaller  amount,  it 
becomes  evident  that  foreign  demand  for  A.merican  cotton  so  far  this  season 
has  been  much  Icj^rer  than  most  observers  anticipated  last  summ.er  and  early  fall. 
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General  econoiric  and  pclitical  c onditions  , in  foreign  countries,  of  course,  hSiVt 
been  more  unfaYorable  than  was  expected.      Hpd  business  conditions  in  foreign 
countries,   especially  the  vAolesale  demand  for  cotton  textiles,   continued  as 
favorable  as  in  1936-37,  domestic  exports  so  far  this  season  undoubtedly  would 
have  been  much  larger  than  the  4,230,000  bales  actually  exported.       This  pro- 
bably would  have  been  true  despite  any  effect  the  Government's  loan  program 
might  have  had  on  exports . 

One  of  the  most  important  factors  depressing  experts  from  the  United 
States  (see  table  on  page    16  )  as  well  as  exports  from  India,  Egypt,  and 
Brazil  has  been  the  conflict  between  Japa.n  and  China  and  the  resulting  re- 
percussions on  the  economy  of  both  nations.  Partly  because  of  Japan's 
difficulty  in  obtaining'  foreign  exchange  with  which  to  finance  the  purchases 
of  im.pcrt  commodities,  the  Japanese  exchange  allocated  for  the  purchase  of  raw 
cotton    has  been  very  greatly  restricted.       This,  together  v.-ith  the  unusually 
large  stocks  of  raw  cotton  hand  in  Japan  at  the  beginning  of  the  season,  the 
.unusually  large  takings  during  the  first  6  or  7  months  of  last  season,  and  the 
femff^'I§^  sales  of  cotton  textiles  by  Japanese  mills,  largely  account  for  the  mucl 
/ takings  of  American,  Indian,  Egyptian,  and  Brazilian    cotton    than  a  year  ago. 
For  the  first  7  irionths ,  August  through  February,  experts  of  American,  cotton  to 
Japan  were  only  31  percent  as  large  as  a  year^  earlier  and  in  the  5,  6  and  7 
months  ended  Decemiber,  January  and  February,  exports  to  Japan  from.  Brazil, 
India  and  Egypt  were  35,  21,  and  26  percent,  respectively,  as  large  as  in  the 
corresponding  period  last  season.        The  low  level  of  cotton  m.ill  ccnsum.ption 
in  China  and.  the  resulting  large  quantities  of  unused  re.vr  cotton  in  that 
country  have  indirectly  depressed  the  world  demand  for  American  cotton  and 
most  other  grovrths,        7Jhile  apparently  Japan  has  rot  as  yet  obtained  very 
much  of  this  Chinese  cotton  for  use  in  Japan,  efforts  are  being  miade  to 
devise  m.eans  of  securing  substantial  quantities  of  this  cotton  v/ith  vrhich 
to  meet  current  requirements  and  perhaps  build  up  the  currently  greatly 
depleted  stocks. 

Domestic  exports  to  Japan  for  the  7  months  ended  February  were  740,000 
running  bales  less  than  a  year  earlier,  but  experts  of.  i>r-ericsn.  cotton  to  all 
ether  countries  com.bined  were  a  little  more  than  a  miillicn  bales  or  37  per- 
c'"ot  larger  than  fr^m  August  to  February  last  season.    .  I"'ost  of  the  other 
c:.  o_n';-r'iss  that  norm.ally  t;r.ke  considerable  quantities  of  i^ji.erican  cotton  in- 
o.;ea£cd  the  amounts  for  the  7-m.cnth  period.      Because  of  the  continued  unsat- 
isfactory developments  in  the  cotton  textile  situation  in  most  foreign  countriei 
during  the  past  several  months,  hov/ever,  many  ■  of  these  countries  have  greatly 
restricted  their  purcl-ia.ses  since  the  latter  part  of  1937.  In  February 

domestic  exports  to  five  of  the  six  largest  importers  of  Americr'n  cotton 
were  from  8  to  60  percent  less  than  in  February  1937, 
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DEL'IAi\D  AND  C0N31II.!PTI0N 

UNITED  STATES:     Cotton  cextlle  sales  and  output  continue  low 

Sales  of  unfinished  cotton  textiles  by  domestic  mills  were  reported  to 
have  exceeded  the  restricted  output  during  the  third  and  fourth  weeks  of 
February,  but  in  the  first  3  weeks  of  liarch  the  unfinished  cotton  cloth  market 
again  becoine  lessxtive.    Manufacturers'  sales  of  finished  goods  are  reported 
to  have  apparently  about  equaled  the  greatly  restricted  output  during  Febru..ary 
and  the  first  3  '-veeks  of  March. 

Total  domestic  cotton  consumption  in  February  was  the  lowest  for  the 
month  since  1921,  amounting  to  U2S,000  rnjinning  bales  compared  with 6?6, 000 
bales  a  year  erTlier  and  with  51^,000  bales  in  February  1936.     For  the  7  months, 
August  through  Febrxniry,  mill  consumption  totaled  3,513iOOC)  bales,  about 
1  million  bciles  or  22  percent  less  than  a  year  earlier  and  about  the  same  as 
from  August  through  February  1935-3^.    With  the  exception  of  1935-36,  mill 
consumption  through  February  this  season,  however,  ims  the  largest  for  any 
corresponding  period  since  I929-3O. 

During  February  the  index  of  United  States  cotton  consumption,  adjusted 
for  seasonal  variation,  was  33  (1923-25  »  100 ) ,  about  the  same  as  in  January, 
ftut  37  percent  less  than  a  year  efirlier,  and  20  percent  belov/  the  average  for 
the  first  half  of  the  season.    Trade  reports  indicate  little  change  in  activity 
in  March  compared  with  February.    It  seems  quite  likely  tho.t  unless  business 
conditions  and  retail  sales  of  cotton  textiles  decline  much  further,  domestic 
cotton  mill  activity  will  increase  from  the  comparatively  low  levels  before  the 
end  of  the  season.    A  very  substantial  increase  from  present  levels  is  obviously 
necessary,  however,  if  consumption  for  the  season  is  to  equal  the  annual  rate 
of  the  first  7  months  of  the  season  which  was  about  6  million  bales,  a  figure 
approxime.tely  25  percent  below  actual  consumption  in  1936-37* 

Margins  between  avera^^e  price  of  raw  cotton  per  pound  and  wholesale 
price  of  unfinished  cotton  cloth  (17  constructions)  1935-3^  to  date 


aoe-jn  ^Aug.   ]Sept.|  Oct.j  Nov.  |  Dec.|  Jan.  |  Feb.|  Mar.  |  Apr.  |  May  |  June|  July 

.'Cents  Gents  C^jnts  Cents  Cents  Gents  Gents  Gents  C ent s  Cent s  Gents  Cents 

1935-  36:11.61  12. S7  13.31  12.30  13.02  13.70  13.26  12.73  11.96  11.62  11.90  12.72 

1936-  37:13.72  1U.O3  iH.Sg  16.60  17.70  13.22  17. S6  17.3i+  18. 53  17.66  16. Us  15.59 

1937-  3S:l5.lU  1^.33  13.56  12.79  11.63  li.)+7  11.20 

t 

1935-36  1936-37  I937-3S 

Cents  Cents  Cents 

Week  ending  March  h                             I3.I8  17-35  10. 93 

11                             12.99  17.66  11.03 

15                              12.33  17. S6  11.21 
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EUP-OPg:  _l/    Current  sitigat ion  unf ayoreble  in  most  countries 

The  first  7  montlis  of  the  1S37-3S  cotton  season  turned  out  less 
favorable  for  the  European  cotton  teyrbile  industry  than  was  e^rpected 
at  the  beginning  of  the  season.     The  industry,  over  most  of  E-arope , 
exj-.'erienced  a  considerable  decline  in  sales  and  activity,  particularly 
during  the  latter  part  of  the  periods    Although  total  cotton  consumption 
during  the  first  half  of  the  season  v/as  l>-.rger  than  a  year  earlier,  it 
nov/  appears  that  1957-33  mill  consiiinption  of  raw  cotton  in  Europe  may 
fall  short  of  the  comparatix'-ely  high  consumption  of  1936-37. 

The  recession  in  new  sales  in  domestic  and  er.-iort  markets,  followed 
by  a  decline  in  mill  output,  resulted  from  the  ad"erse  developments  in 
general  economic  conditions  in  the  world  at  large..-    In  countries  such  as 
G-emany  and' Italy  these  outside  infliiences  have  not  been  felt  to  any  great 
extent  as  yet  in  the  general  operations  of  the  cotton  industry,  but  even 
there  th-?  greatly  expanded  export  business  has  apparently  started  to 
decline.    Activity  in  the  German  and  Italian  cotton  textile  mills  remains 
rather  favorable,  although  on  a  basis  involxang  increasing  substitution 
of  artificial  ficars  for  raw  cotton.    The  considerably  larger  takings  of 
raw  cotton  uy  Germany  during  the  first  half  of  the  current  season  have 
not  prevented  a  further  decline  in  the  share  of  raw  cotton  in  total  Germ.an 
consumption,  sir.ce  thsi-e  has  been,  simultajieously ,  a  considerable  expansion 
in  the  utilization  of  "cell-wool"  by  spinning  rails. 

Europe  as  a  v:hole  apparently  consumed  considerably  more  (estimated 
by  the  New  York  Cotton  Exchange  Service  at  9  percent  more)  raw  cotton 
during  the  first  half  of  1937-38  than  in  the  first  half  of  the  previous 
season.     Consumption  during  i'ebruary  and  Ivlarch,  howevc^^.  appears  to  have 
been  much  less  than  a  year  earlier.    Consumption  of  Ainfricjin  cotton,  as 
a  result  of  the  improved  competitive  position,  represented  a  considerably 
larger  proportion  of  the  total  than  in  the  first  half  of  1936-37.  "ITnile 
February  developments  brought  a  sharp  rise  in  cotton  prices,  the  advance  in 
non/im.erican  cotton  during  the  month  was  of  an  almost  equal  amount,  so  that 
the  competitive  position  of  American  cotton  at  the  end  of  the  m.onth  had  not 
changed'  significantly  compared  mth  a  Biontn  earlier,  but  American  cotton 
continued  to  be  much  cheaper  in  relation  to  competitive  grovrths  than  it  v^as 
a  year  ago. 

United  Kingdom.-  In  the  first  7  months  of  the  ciorrent  season  a 
recession  from,  xhe  high  levels  of  1936-37  was  clearly  evident  in  the  British 
cotton  textile  industry.    Except  for  a  relatively  bright  period  in  September 
and  October  1937,  the  tendency  in  manufacturers'  sales  and  production  was 
dO'-rnvj-ard  during  the  period.     It  should  be  remembered,  however,  that  1936-37 
vjas  a  very  favorable  season,  during  which  mill  consumption  of  raw  cotton 

1/  Based  largely  upon  a  report  prepared  by  Lloyd  V.  Steere,  Agricultural 
Attache,  Berlin,  Germany,  dated  March  7,  1938.    Information  on  the  United 
Kingdom  supplied  by  C,  C.  Taylor,  Agricultural  Attache,  London, 
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rose  to  hieher  levels  than  durin.-;  any  of  the  preceding  7  years.  Mi.ll 
consuiiiption  of  rav/  cotton  in  the  firrt  half  of  1957-^3  i/ras  slightly 
larger  than  a  year  eturlier,  but  in  February  was  much  lower  than  in  1937, 
The  murbcr  of  workers  omployed  in  January  vras  th'^  sraallest  for  many  years. 

Developments  during  lebruiry  -m'i  early  March  for  the  most  part 
continued  unfavorable.    Cotton  yarn  sales  have  been  very  slow,  for  the 
most  part.     In  the  Aiuerican  section,  buying  of  yarns  in  counts  and 
qualities  not  covered  by  the  legalized  price  agreements  appears  to  have 
been  better  than  in  most  other  qualities,  but  most  business  was  chiefly  on 
a  hand-to-mouth  basis.    The  stoppage  of  spindles  in  some  laills  during  2 
weeks  in  February  is  said  to  have  brought  little  improvement  in  the  yarn 
supply  situation,    I\/U:nui acturers  of  piece  goods  found  the  offers  from 
India  generally  unacceptable.    The  home  market,  however,  provided  some 
encouragement . 

Exports  of  both  yarns  and  piece-goods  v/eru  e3:c:-.t-''ti anally  small 
during  January  and  February,    Piece-goods  e:>q)orts  in  February  were  29 
percent  less  than  a  year  e-arlier  and  the  :-mallcst  since  prior  to  1900, 
Di.u'ing  the  7  months  from  August  through  February,  ercports  of  piece-goods 
wore  10  percent  less  than  Irst  year. 

Cotton  deliveries  to  Britit:h  mills  from  Auguet  1  to  February  25 
were  approxim;ately  1,685,000  bales,  as  compared  with  1,721,000  bales  of 
478  pounds  net  last  year.    Despite  i  drop  in  the  proportion  of  American 
cotton  delivert-d  during  the  laet  few  weeks  of  this  period,  the;  latter 
represented  47  percent  of  the  total  rince  August  1  as  com.pared  with  43 
percent  during  the  corresponding  30  v^eeks  of  1936-37,    Stocks  of  Amt-rican 
cotton  on  February  25  wre  the  highest  in  many  y^ars  and,  despite  the 
declining  imports,  even  higher  than  a' month  earlier.    Stocks  of  Indian 
increased  seascnalljr  during  January  and  February,  biit  on  February  25  were 
still    below  last  year's  level, 

Oermany.-  Official  data  from  the  German  cotton  industry  show 
continued  high  mill  activity  throughout  the  first  half  of  the  current 
season.     Operations  appear  to  have  even  been  about  ec^ual  to  or  slightly 
higher  than  1  and  2  years  earlier,    G-crman  net  im^ports  of  raxv  cotton,  cotto 
waste  and  reclaimed  cotton  spinning  material  in  the  first  half  of  1937-38 
showed  a  great  increase  compared  v,lth  a  year  earlier.    This,  together  with 
the  availability  of  much  m.ore  "cell-vjool"  for  cotton  spinning  purposes, 
indicates  that  the  raw  material  supplies  have  been  considerably  expanded 
as  compared  with  August -January  1935-37, 

As  tim.e  passes,  it  becom.es  increasingly  apparent  that  the  raxv 
material  problem  of  the  German  cotton  industry  is  undergoing  a  significant 
change.     For  a  long  time,  Germany  ivas  faced  with  a  shortage  of  ravj- material 
arising  from  inability  to  p-_iy  for  foreign  cotton.    As  a  result  of  a  large 
domestic  production  of  staple  fiber,  the  increased  use  of  cotton  waste  and 
regenerated  cotton,  lower  cotton  prices,  and  increased  exchange  allotm^ents, 
the  situation  has  improved.    Yet  shortage  still  persists  -  not  an  absolute 
shortage  as  compared  with  normal  supplies  of  raw  material  but  a  shortage 
in  relation  to  the  greatly  increased  consumer  demand  for  textilesv/hich  has 
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developed  in  the  past  3  or  3  ye^-s.    Thus,  retail  sales  of  textiles  in 
1937  (in  value)  rrere  ID  percent  above  those  in  1936  and  50  percent  above 
1933,  largely  the  result  of  an  increased  volume  of  goods  sold.  This 
development  has  m.ade  the  increase  of  raw  paterial  supplies  a  matter  of 
great  urgency,  since  there  is  a  definite  retail  shortage,  which  still 
persists  in  a  large  number  of  cotton  textiles  and  textile  products. 

Greater  output  and  significantly  larger  rav/  material  supplies  also 
have  been  required  to  teJce  care  of  the  reduction  in  Gerrnan  yarn  and  cloth 
imports,  Eind  to  provide  for  the  increase  in  exports  of  cotton  textiles 
during  the  first  5  months  of  this  season  as  com.pared  vdth  the  sam-e  period 
of  1936-37. 

The  decline  in  G-craan  use  of  raw  cotton  and  its  effect  upon  the 


composition  of  all  spinning  materials  used  by  the  cotton  mills  is  shown 
by  the  fcllolrg  figures: 

Item 

:                             Aug,  -  Dec. 

1933-34  :1934--35  :1955-3q   :  1936-37  :1937-33 

Net  imports  of  ra\'V  cotton  .. 

Net  imports'  of  cotton  waste, 
linters  and  regenerated 

.  1,000        1,00C        1,000        1,000  1,000 
pounds      pounds      rounds      pounds  pounds 

325,006     142,035     275,260     200,850  270,594 

26,466        32,115     60,247       72,225  94,249 
6,514    17,657      44,092  83,184 

Utilization  of  "cell-v;ool"l/ 

348,472      230,812  353,144    517,167  452,827 

Net  ipports -of  raj;/  cotton  .. 

Net  imports  of  cotton  vj-aste, 
linters  and  regenerated 

Percent      Percent  Percent    Percent  Percent 
92              62            73              65  60 

i 

if 

8             35            17              23               21  i 
  -5              5              14  19 

Utilization  of  "cell-v;ool"  . 

100           '100          100          •  100  100 

1/  Estim:ated;  roughly -80  percent  of  domestic  production. 


C3-17 


-  9  - 


The  larger  imports  of  raw  cotton  by  Germany  in  the  current  Beason 
hive  been  facilitated  by  the  decline  in  ra'.v  cotton  prices.     Iiiiports  have 
shown  increases  compared  with  last  year,  notably  from  the  United  States 
and  Brazil,  as  v^ell  as  Egypt,    The  share  of  United  States  cotton  in  the 
August -December  imports  was  about  27  percent  compared  '.ath  only  20  percent 
a  year  earlier  but  v^ith  78  percent  in  1932,    The  hif^her  imports  this  year 
to  some  extent  have  gcnvj  to  replenish  the  greatly  depleted  stocks,  and  it 
is  even  likel3'-  that  the  authorities  -  as  in  the  case  of  other  rav;  materials 
such  as  grains  -  have  begun  to  set  aside  emergency  reserves  of  spinning 
material,    Bremen  stocks  of  ravj  cotton  on.  February  28,  1938,  were  258,000 
bales,  compared  with  193,000  a  year  earlier  and  227,000  bales  2  years 
earlier. 

C z e c ho s lo V aki a , -  Follov/ing  a  good  season,  the  first  half  of  1957-38 
has  been  less  favorable.     Orders,  deliveries  and  production  of  the  cotton 
mills  declined,  imports  of  raw  cotton  were  somevjhat  below  a  year  earlier, 
and  prospects  for  the  second  half  of  the  season  are  uncertain.    The  main 
causes  of  tJiese  adverse  developments  have  been  the  recession  in  general 
business  conditions  -  entailing  reduced  domestic  demsnd  -  and  stagnation 
in  textile  export  sales  for  later  delivery. 

Actual  foreign  trade  statistics  for  the  latter  part  of  1937  - 
recording  exports  of  goods  sold  earlier  in  the  y^ar  -  show  that  exports 
of  cotton  yarns  and  manufactures  kept  up  fairly  v/ell,  running  above  the 
corresponding  months  of  the  preceding  year.     Sales  have  been  smaller,  however, 
d^ji'ing  the  first  7  months  of  the  current  season. 

France.-  7/hile  French  cotton  spinning  mill  activity  during  most 
of  the  first  half  of  the  season  was  well  above  a  year  earlier,  weaving 
mill  activity  v/as  somewhat  below  the  corresponding  period  last  season.  As 
a  result,  yarn  stocks  in  spinning  mills  increased  considerably  and  at 
the  end  of  1937  v/ere  the  largest  in  more  than  2  years.     It  should  be  noted, 
however,  that,  at  the  same  time,  unfilled  orders  in  spinning  mills  were 
maintained  at  a  level  considerably  above  any  of  the  past  several  years. 
This  again  is  contrary  to  the  position  in  the  v;eaving  branch  whore,  since 
April  1937,  unfilled  orders  have  fallen  drastically  below  a  year  earlier. 
This  divergence  in  the  occupation  of  spinning  and  weaving  mAlls  is  explained 
in  part  by  the  pick-up  in  yarn  exports  during  1937,  as  compared  with  1936. 

Mill  stocks  of  cotton  fabrics  have  been  above  those  of  1936-37 
despite  reduced  mdll  activity.    Exports  of  fabrics  showed  a  decline  as 
compared  with  1936, 
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vVhile  there  v/ere  unsatisfactory  dorelopnionts  in  the  French  cotton 
industry  dujrir.'i;  the  first  ha,lf  of  the  current  season,  and  nunerous 
corrplaints  made  ty  the  indugtry,  stiff  resistajice  v-as  shor/n  to  adverse 
influences  .and  'lill  activity,  especially  in  the  spinnin;^  nills,  held 
up  relatively  well.     Tcakin--  th3  lo.,:al  shorter  v.-orkinj;-  v/eek  of  UO  hours 
into  consideration,  the  de.';;ree  of  nill  activity  has  "been  fairly  satis- 
factory.    French  ir.iports  of  rav;  cotton  in  the  first  half  of  I937-3S 
-s^ere  oelo\?  'those  of  the  corresponding  period  last  season  tut  larr';^cr 
than  2  years  ago. 

Since  th.c  heginnin-;'  of  1332' »  trade  reports  pertaining  to  the  French 
cotton  textile  industry,  for  the  nost  part,  have  "been  unfavorable.  Mill 
activity  apparently  has  oecn  naterially  reduced,  yet  nanufacturers '  sales 
are  reported  as  havin.-;  "been  oelov;  outr-ut  in  nost  weeks,  with  stocks  in- 
creasing and  unfilled  orders  heing  further  reduced. 

Belgiur.i. -    According  to  a  report  ox  the  Association  Beige  des 
Filateurs  de  Coton,  the  decline  in  gener<al  "business  activity  h-r,s  heen 
felt  keenly  oy  the  Belgian  cotton  industry.     According  to  the  report, 
the  wealmess  and  "uncertainty  of  ra'v  cotton  prices  up  to  the  end  of  1937 
added  to  the  difficulties  of  the  cott .n  industry.    Buyers  of  cotton  yarn 
r'cre  rather  cautious  over  nost  of  the  last  quarter  of  1937  ^-'^-^  early  in 
193s.     Beliveries  on  old  contracts  slored  dovm  and  unfilled  orders  de- 
clined.    As  a  result,   stocks  of  yarn  increased  and  Dill  activity  '.7as 
curtailed. 

Reports  to  the  Noa?  York  Cotton  Exchajige  Service  indicate  that, 
throughout  r.ost  of  Jojiuo.ry,  Fehruary,  and  the  first  lialf  of  March, 
nanufa-cturers '   ss.les  of  cotton  textiles  r/ere  helov,'  the  restricted  pro- 
duction. 

Sv/itgerland.-    The  ir.-iprovor.ient  ocperienced  in  the.  Swiss  cotton 
textile  industry  follo\7ing  the  devaluation  of  the  franc  in  the  fall  of 
1536  ended  in  the  first  h.alf  of  the  1937-3o  season.     Mill  occupation  re- 
'  nained  rather  high  on  old  orders  from.  August  through  January,   cut  new 
business  -  "b.'jth  donestic  and  export  -  was  reduced  in  recent  nonths  and 
uill  activity  apparently  declined  considera.hly  fro;!  the  latter  part  of 
1937  to  early  March.     In  view  of  this,   it  is  expected  that  cotton  con- 
suxrption  in  the  second  half  of  the  current  season  i;ia,y  he  considerably 
lower  than  in  the  first  half. 

Poland.-     Ir^orts  of  raw  c^-.tton  into  Poland  fron  Aivrust  through 
Deceriber  1937  ^''5-°  nuch  larger  thpxi  usv.al.     Sone  of  this  cotton  must 
have  --^one  into  refilling  depleted  stocks,   since  cotton  nill  activity  - 
v,'hilc  <aDOve  a  yeo-r  earlier  -  showed  a  corresponding  increase. 
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■  Votwithstnndin/?;  the  increased  irirports  of  cotton.,  March  press  re- 
ports fron  Poland  jjinounced  the  oponin;;  at  Chodakov/  near  f/arsav;  of  a  new 
factory  for  the  prodnction  of  ''cell-vvool " .     Present  capacity  anounts  to 
11,023  poiJT.ds  daily  "but  pro/'^uction  is  to  be  increased  to  UU,092  poimds. 
A  pl.?jit  has  heon  opened  near  Lodz  for  t}Le  production  of  lanital.  Reports 
also  announce  efforts  t.)'-vard  or{;,ai:izod  collection  of  used  i.iatorial  for 
production  of  re2;Qnerated  cotton. 

2/ 

I^^\2LJT~     Italian  cotton  nill  rctirity  seer-iS  to  have  continued 
during;  Pehr-Ocary  and  early  Llp.rch  .at  the  hi^-h  rate  reached  in  previous 
nonths,   out  to  ,a  consideraol.e  extent  is  ap'^arontly  "boin/-^  n;dntained  on  the 
execution  of  old  orders.     An  apparent  laCK  of  interest  on  the  part  of  buy- 
ers, particularly  c-utside  of  Italy,  is  causing;;  doubts  as  to  the -possibilit  y 
of  koepirr,"  production  at  the  present  rate  throu,';hout  the  year.     The  reces- 
sion in  foroi.p;n  buying-  has  beon  attributed  principally  to  the  decline  in 
international  trade.     The  donestic  narkot  seoi.is  to  bo  overrAocked  v/ith 
hi^h-priced  goods  which  retailors  are  finding  difficult  to  sell.     The  out- 
look for  the  cotton  trade,  therefore,   seems  distinctly  less  pronising  thnn 
in  precodinf'^  nonths. 

Italy's  i.rrportation  of  76l,000  baloT  of  kjo  pounds  r.et  of  ra-v  c^'tton 
in  1937  '"^^  about  60  percent  lar.^er  tha^i  during;  the  precedin.;^  year  and 
co;.rpared  vith  ir-:>ort3  of  S62,500  tons  i?i  193^.     Ir.rports  durin,--  earlier 
years  normally  avera>-;:ed  SyG.OOO  to  922,^00  bales  per  year. 

The  increased  inportation  of  cotton  war.  due  lar  gely  to  the  removal 
of  so.nctions,  y.'hich  had  riepre i-;r.ed  Italirji  e^rports  and,   therefore,  ir.Tports 
d^iring  the  greater  part  of  I936.     The  revival  of  intcr^iational  trade  during 
the  latter  part  ©f  ^j^^.^^fd  in  the  first  half  of  I937  increased  the  foreign 
demand  for  Italian/goods ,\and  the  devaluation  of  the  lira  in  October  193^ 
gave  Itali.-iji  mpjiuf actTirors  and  exportorr        advruntage  3vcr  their  competitors 
in  forei.-n  markets,  thus  stimulatin,.-:  the  activities  of  the  Italian  cotton 
mills.     This  increase  in  exy-'Ortation  of  cotton  goods  enabled  the  industry 
to  import  more  cotton,  although  imports  for  domestic  cons'umption  remained 
rigidly  restricted. 

It.aliru,  raw  cotton  iLiports,  193"^— 37 
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:  1,000  bo.les  1,000  bales  1,000  bales 

:  (klS  lbs.)  C41G  lbs.)  (^75  lbs.) 

Total                      :  .^62  i|66  761 

United  States  :  53O  3^1  5-'52 

Sot*                   :  1^7  65  132 

India                 :  lUg  32  S3 

Brazil                :  9  iL}.  32 

Other  co-'ontrios  lo  ik  56 


2/     Information  received  from  the  American  Consulate,  Milan. 
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Tho.  incxei.se  in  Italian  cotton  {;oo^.s  e^-ports  i"n  1937  "t'roiir;ht  a 
lar/^e  expansion  in  sales  of  cotton  yaxn,  the  most  inportant  custoners 
l3ein{r  Yugoslavia  and  Himania,     The  .3;ain  in  Italian  e:q.iorts  of  cotton 
faorics  and  other  cotton  r.a";uf -ict-aros  7.'"„s  also  very  lar.-^e,  the  noct  inport 
ant  T3uyors  "be in/;  the  Italian  colonies,  5-:yot,  /Irgent ina,  and  Turkey. 

Italin^  cott..n  .:ools  oroorts,  l93o  cuid  I937 


.  Otlier 

iear 

Cotton  :/arns 

:  Cotton  textiles  ; 

nanu.f  act  0.-0  s 
of  cott'n 

:  Total 

1,000  T.ouTLds 

1,000  -oounds 

1.000  iDOunds 

1,000  Tjounds 

1936  . . . 

1^,257 
4'l,006 

53,190 

9o,ao6 

5,600 

13j66U 

73,6ii7 
156-,  U76 

A  tentative  calc-i.iln.ti on  of  i'lportcd  raw  cotton  .;oin{^  into  donestic 
conG"'arTpt ion  indicates  that  in  "both,  years  -  193^  s-^---  1937  -  al)Out  3--5,900 
bales  of  Uyg  po-mds  of  cotton  were  thus  utilized,   includin.-^  {^oods  shipped 
to  the  colonies.     If  the  colonies  are  e:ccluled,  consurtpt ion  for  Italy 
proper  fell  fro:.!  a"bout  300,000  'oalcs  in  I936  to  276,700  bales  in  1937- 
Thio  declire  probably  vas  rale  up  biy  the  use  of  the  various  cotton  suc- 
stitutes  -in  the  procuction  o^f  -  yp,rns  aad -textiles,  -the  .uast.  ixTport.ani^"  of 
which  are  staple  fiber  (ccallcd  "cell-wool"  in  G-ernan^O  .and  "cottonized" 
her.ip. 

Tl'-S.  U.,  S.   S.  R. -    The  3ie-.'  Coi.jiisFar  of  the  Lio;ht  Industry  recently 
stated  that  the  Soviet  cotton  textile  industry  is  to  produce      l^S ,  000,000 
yards  of  finished  fat-rics  and  1,235,000,000  poimds  of  yarn  in  1933.  Since 
the  total  1937  out-out  of  finished  folrics  apparently  aioo-jnted  to  a'bout 
•3,500,000,000  yo.rds,  the  rxove  fipure  '.f  '4,156,000,000  yards  wo^old  be  an  j 
increaoe  of  aoo  it  I9  purcent.     This  year's  Plan,  hov.ever,  is  about  7  per-  | 
cent  below  the  U,  1+66 ,000,000  yarc's  pro-ilod  for  by  the  I937  Plan,  The 
introduction  of  new  i.vathiods  and  the  repairs  and  ir.rpr --en ^nt  of  old  eqpaip- 
ncnt  are  clar'-cdto  be  the  chief  rims  in  the  cotton  textile  industry  at 
■orosent.     It  is  also  stated  that  the   liscrepancy  between  spinnin.^  and 
weaving;  roust  "go  overcome,  and  the  .adequate  nan^ifacti'ire  of  low  q'^iality 
cotton  •;."iust  be  ens''ured. 

In  centre. st  to  forroer  yearo,  when  the  cotton  textile  industry  had 
very  little  co.rry-ovor  of  raw  cotton  a].id  frequently  encountered  riifi- 
cn-ltics  in  r.a.l:in{;;  supplies  last  luitil  the  new  crop  bec^rve  available, 
present  stocks  of  cotton  are  characterized  as  "considerable  and  such  as 
we  hoA^e  never  had  before"  (accordin.-?  to  the  Ghairnan  of  the  Coujicil  of 
Peoples'  Gonnissar s) . 
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0RI£!'7J ;    Cotton  consumption,  res^trlcted  in  .Japan'  very  low  in  China 
'but  iii^  i^J^-ii^ 

Japan.      Total  production  of  j^arn  "by  Japanese  mills  in  Peliruary  amount- 
ed to  277,000  "balos  (^-00  pound;^)  compax*ed  with  27C,X'0  Lalos  in  Janiia.i^'  and 
330|00O  bales  in  Pe'brua.r^''  last  year.     In  February;"  this  ye.w,  ho-.7ever,  72,000 
tales  were  produced  from  a  mixture  of  cotton  and  staple  fiber,  -.vhereas  in 
January  only  21,500  bales  were  mixed  and  in  February  lapt  year  none  of  the 
yarn  produced  ^as  mixed.    In  terms  of  raw  ccttcn  content  the  yarn  produced  in 
February  this  year  was  equivalent  to  approximately  2^3,000  bales  of  pure 
cotton  yarn.    This  was  about  5  percent  belov/  JaJiuary  and  22  percent  below  Feb- 
r^iar;;-  last  yep,r,    I>arir^  the  first  7  months  of  the  season,  the  total  equivalent 
prodijiction  of  pure  cotton  yarn  was  approximately  1  percent  below  the  corres- 
ponding period  of  last  season  but  larger  than  any  other  like  period  in  history. 

It  is  reported  that  this  reduction  in  yarn  production  in  January  and 
February  was  due,  at  least  in  part,  to  the  chaotic  conditions  in  the  Japanese 
industry.    The  serious  shortage  of  raw  cotton  has  been  an  important  factor 
contributing  to  the  drastic  decline  in  cotton  cloth  exports.    As  a  resiilt,  it 
is  reported  that  the  Japan.ose  Department  of  Commerce  and  Industry  has  decided 
to  relBJc  the  drastic  cui^tailment  of  raw  cotton  imports  and  to  allow  a  monthly 
importation  of  233,000  b-nlos  effective  April  1,    1 1  is  estimated  that  this 
amount  is  sufficient  for  the  production  of  abmt  257,000  bales  of  pure  cotton 
yarn»    This,  together  with  the  regulations  requiring  the  .admixture  of  staple 
fiber  in  yarn  used  in  mailing  piece  goods  for  Japanese  consumption,  will 
enable  mill  activity  to  be  maintained  at  about  the  February  level  or  possibly 
slightly  higher.    TJhether  or  not  activities  continue  at  this  level,  however, 
will  depend  upon  the  ability  of  Japanese  mills  to  soli  cotton  yarns  and  piece 
goods. 

Cotton  cloth  exports  in  February  amoiinted  to  1^3  million  square  yards 
compared  with  I63  million  in  January.    TThile  this  represents  a  substantial 
increase,  the  exports  for  January  were  the  smallest  for  the  month  since  1933 • 
Pessimism  is  said  to  continiie  regarding  the  export  outlook  for  the  immediate 
future,  in  view  of  the  rising  prices  since  the  control  measirres  v/ere  instigated 
last  Augast. 

In  addition  to  increased  manufacturing  costs  and  taxation,  it  is  said 
that  the  extreme  uncertainty  within  the  industry  has  decreased  manufacturing 
efficiency.    Other  handicaps  during  recent  months  include  the  decline  in 
business  conditions  and  the  spread  of  voluntary  boycotts  in  some  of  Japan's 
important  cotton  textile  export  markets,  and  ^oncer taint ies  with  respect  to 
3./    Based  largely  on  radiogrnns  of  March  lo  and  I7  from  the  Shanghai  Office 
of  the  Bureau  of  Agricultural  Economics,  based  on  data  furnished  by 
Kenneth  C.  Krantz  at  0  saka. 
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cotton  textile  prices ,     It  is  reijorted  that  tiie  Japanese- G-overnnent  is  greatly 
concerned  over  tlie  cotton  textile  export  situation  from  the  standpoint  of  its 
effect  on  the  trade  "balance  ar.d  employment.    The  G-overiment  is'  said-to  "be 
considering  giving  further  export  siibsidies  although  no  informatidn  is  avail- 
a'Dle  regarding  the  means  of  nairing  these  su'Dcidies. 

11/ 

Cnina,  including  M? nc huria.        Mill  axtivit"'  in  Shanghai  increased  considera"bl; 
fron  early  Pe"'oruary  to  early  March  cinA  sorie  slight  incres.se  occurred  in  other- 
parts  'Of  China.--  It  is'  estimated  tliat  in  early  Pe"bruary  the  monthly  rate  of 
cotton  consumption  was  approximately^  95,000  "bales  compared  'jith' ^5,000  "bales  a 
■.-:onth  '.-rli  ,r  :x.-j.d  i'j'i^OOO'bales      year  earlier,    ITegotiations  :71th  respect  to 
the  reconstruction  of  Jap-?:nese  mills  in  Tsingtao  "became  more  active  toward 
the  end  of  JeDruary.    Representatives  appealed  to  the  Japanese  Ministry  of 
Finance  for  low  interest  rates  or.  a  loan  of  50  million  yen  for  the  .installa- 
tion of  U50tOOO  spindles  and  9,000  loom.s  to  "be  appropriated  in  proportion 
to  the  former  capacity  of  the  mills  which  vrere  destroyed.     It  is  not  yet 
known  whether  the  loan  v;ill  he  granted,  dut  if  the  plan  is  approved,  it  is 
expected  to  tnke  more  than  a  year  to  complete  the  reconstruction,  although 
partial  opera.tion  of  these  mills  pro'bahly  will  he  resiimed  this  fall. 

Shanghai  spot  yarn  i^rices  advanced  sharply  during  ■Je"bruary  ar.d  early 
March  owing  to  increased  demand  from  South  China  ports,  especially 'Canton, 
Prices  of  Chinese  cotton  in  Shanghai  made  small  advances,  while  prices  of 
foreign  growths  showed  no  significant  improvement, 

India,-    Trade  reports  indicate  that  mill  consumption  of  raw  cotton 
in  India  continued  at  an  unusually  high  level  during  February,    As  a  result, 
total  cotton  consumption  hy  Indian  m.ills  for  the  first  7  months  of  the 
season  pro'ba'bly  was  larger  than  in  any  like  period  in  history. 


i 


SUPPLY 

Developments  point  to  sharp  reduction  in 
world  product ion 

With  little  change  expected  after  Tehruar^-  or  March  in  the  estimates  of 
the  I937-3S  world  cotton  production  and  supply  of  cotton,  and  with  planting 
getting  under  wa^^  in  the  United  States  and  several  foreign  countries,  new 
crop  prospects  usually  hecome  of  increased  importance  ahout  this  time  each  year,' 

57    Based  largely  on  a  radiogram,  from,  the  Shanghai  Office  of  the 
Btoreau  of  Agricultural  Economics  dated  March  12. 
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While  it  is  otvicusl;/  too  ap.vly  to  ;n,'-U:s  an  accurate  ostimate  of  either  acreage 
or  production,  it  is  -enercO-.lj  agreed  that  a  num"ber  of  rather  vnusiLal  cir- 
c^iractancec  in  the  citvAtion  malre  it  ceen  quito  likely  that  the  1532-'39  vrorld 
crop  will  be  cor.sidera'bly  saaller  thcu-'.  the  record  product i'^n  of  1937-3^* 

In  the  United  States,  the  recent  cotton  referendi-jn  indicated  thi^it 
inore  than  90  percont  of  the  cotton  farin-^rs  were  iu  favor  of  a  cotton  market- 
ing quota,  in  193?~39«    'This  sut^-gacts  that  the  1933  domestic ■  acreage  rr.ay  not 
ce  natoriall:^  different  fron  the  national  acroaga  allotnent  of  alDout 
2r, 300,00c  acres,    With  a  lO-^/'ear  average  yield  (1923-37) »  such  an  acreage 
\TOuld  give  a  crop  of  about  10,100,000  halec  and  \7ith  yieldr;  equal  to  the 
pa'st  5  yoars,  a  crop  of  11,200,000  "balen.    A  crop  -irithin  this  ra:ige  vTO-dd 
"be  7,700,000  "bales  to  5,800,000  oales,  or  Uo  to  kj  percent  nn^iller  than 
the  record  crop  harvuGtefl  last  year.    The  per  acre  yield  in  1933  could 
raterially  exceed  the  unusiially  high  average  of  the  paat  5  years  and  the 
domestic  crop  Rtill  "be  very  nuch  snaller  tha.n  that  of  1937. 

Because  of  tho  materially  lower  prices  received  "by  foreign  cotton 
producers  during  the  current  :narketin^;  season  and  the  fact  that  in  China,, 
especially,  nany  producers  have  "Doen  una"ble  to  sell  nuch  of  their  cotton  at 
any  price,  it  is  expected  t!-.at  foreign  acreage  and  prodiiction  in  193^-39  ^%7" 
"be  lower  than  a  year  earlier. 

It  is  no  dou"bt  quite  generally  recognized,  hovrever,  that  in  view  of 
the  prospective  world  mill  ccnsuuption  of  cotton  during  the  1937-3^  season, 
'the  world  carry~over  of  raw  cotton  on  August  1  next  v/ill  "be  several  million 
"bales  larger  than  a  year  earlier.    It  is  quite  possi"blo  that  the  increase  in 
the  carry-over  nay  entirely  offset  the  reduced  prodixction. 
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